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it is sold under the conditions de-
scribed in paragraph (b)(1) of § 1.613–4. 
In addition, a product will be consid-
ered to be a raw mineral product if 
only insubstantial value is added to the 
product by nonmining processes (or, in 
the case of oil and gas, by conversion 
or transportation processes). For exam-
ple, in the case of a producer of crushed 
granite poultry grit, both bulk and 
bagged grit will be deemed to be a raw 
mineral product for purposes of the 
selling expense rule set forth in this 
subparagraph. 

(iv) The term selling expenses, for pur-
poses of this subparagraph, includes 
sales management salaries, rent of 
sales offices, sales clerical expenses, 
salesmen’s salaries, sales commissions 
and bonuses, advertising expenses, 
sales traveling expenses, and similar 
expenses, together with an allocable 
share of the costs of supporting serv-
ices, but the term does not include de-
livery expenses. 

(5) Taxes which are taken as a credit 
rather than as a deduction or which are 
capitalized shall not be subtracted 
from the gross income from the prop-
erty. 

(6) Trade association dues paid or in-
curred by a producer of crude oil or gas 
or a raw mineral product shall be sub-
tracted from the gross income from the 
property. See subparagraph (4) (iii) of 
this paragraph for the definition of the 
term raw mineral product. In addition, a 
reasonable portion of the trade associa-
tion dues incurred by a producer of a 
refined, manufactured, or fabricated 
product shall also be subtracted from 
gross income from the property if the 
activities of the association relate to 
production, treatment and marketing 
of the crude oil or gas or raw mineral 
product. One reasonable method of al-
locating the trade association dues de-
scribed in the preceding sentence is an 
allocation based on the proportion that 
the direct costs of mining processes 
and the direct costs of nonmining proc-
esses (or in the case of oil and gas, con-
version and transportation processes) 
bear to each other. The foregoing rules 
shall apply even though one of the 
principal purposes of an association is 
to advise, promote, or assist in the pro-
duction, marketing, or sale of refined, 
manufactured, or fabricated products. 

For example, a reasonable portion of 
the trade association dues paid to an 
association which promotes the sale of 
cement, refined petroleum, or copper 
products shall be subtracted from gross 
income from the property. 

[T.D. 6955, 33 FR 6968, May 9, 1968. Redesig-
nated by T.D. 7170, 37 FR 5374, Mar. 15, 1972, 
as amended by T.D. 7170, 37 FR 5381, Mar. 15, 
1972] 

§ 1.613–6 Statement to be attached to 
return when depletion is claimed 
on percentage basis. 

In addition to the requirements set 
forth in paragraph (g) of § 1.611–2, a tax-
payer who claims the percentage deple-
tion deduction under section 613 for 
any taxable year shall attach to his re-
turn for such year a statement setting 
forth in complete, summary form, with 
respect to each property for which such 
deduction is allowable, the following 
information: 

(a) All data necessary for the deter-
mination of the gross income from the 
property, as defined in §§ 1.613–3 from 
1.613–4, including: 

(1) Amounts paid as rents or royal-
ties including amounts which the re-
cipient treats under section 631(c), 

(2) Proportion and amount of bonus 
excluded, and 

(3) Amounts paid to holders of other 
interests in the mineral deposit. 

(b) All additional data necessary for 
the determination of the taxable income 
from the property (computed without the 
allowance for depletion), as defined in 
§ 1.613–5. 

[T.D. 7170, 37 FR 5382, Mar. 15, 1972] 

§ 1.613–7 Application of percentage de-
pletion rates provided in section 
613(b) to certain taxable years end-
ing in 1954. 

(a) Election of taxpayer. In the case of 
any taxable year ending after Decem-
ber 31, 1953, to which the Internal Rev-
enue Code of 1939 is applicable, the tax-
payer may elect in accordance with 
section 613(d) and this section to apply 
the appropriate percentage depletion 
rate specified in section 613 in respect 
of any mineral property (within the 
meaning of the 1939 Code). In the case 
of mines, wells, or other natural depos-
its listed in section 613(b), the election 
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